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Addressograph-Multigraph Corporation 

TO THE STOCKHOLDERS: 

Your Directors submit herewith statement of consolidated income 
and surplus accounts and consolidated balance sheet as at July 31, 1941, 
together with certificate of Messrs. Price, Waterhouse and Company, 
independent auditors. 

INCOME ACCOUNT 

The net profit from operations of the corporation for the year ending 
July 31, 1941, (including only our Canadian subsidiary) amounted to 
$1,510,041, or slightly in excess of $2.00 per share, after all deductions, 
including engineering, laboratory, development, patent and royalty ex¬ 
penses ($327,901); depreciation and leasehold amortization of operating 
plant and equipment ($302,449) ; interest and amortization of expenses 
on debentures and bank loan ($85,711) ; estimated provision for Federal 
and Canadian income taxes ($313,993); estimated provision for United 
States excess profit tax ($125,000); and contingencies ($450,000). 

Due to the change in our fiscal year end from December 31st to July 
31st last year and the elimination of the operations of our British and 
European subsidiaries, it is impracticable to present comparable figures 
for the year ended July 31, 1940. 

SURPLUS ACCOUNT 

Changes in the surplus account during the year involved a charge 
covering the premium and penalty interest on the redemption of the 
Fifteen-Year 3%% Sinking Fund Debentures, together with unamortized 
discount and expenses totalling $114,027.91, and a credit of $1,919.91 in 
respect of a shipment of goods to the French company in May, 1940, 
subsequently landed in England and transferred to the British company. 

BALANCE SHEET 

At July 31, 1941, current assets were $9,590,969 (including cash of 
$1,945,347), and current liabilities were $3,197,839 (including advances 
on contracts in process of $875,220), after payment of dividends aggregat¬ 
ing $753,813. This compares with current assets of $6,489,732, and current 
liabilities of $1,275,253 at July 31, 1940. 

Inventories at July 31, 1941, were carefully compiled and are con¬ 
servatively stated, being priced at the lower of cost or market. In accord¬ 
ance with our regular practice, future commitments for the purchase of 
raw materials are made on a basis that would have little if any effect on 
the financial position of the corporation. In line with our usual accounting 
procedure, the entire amount of unabsorbed factory overhead expenses 
($101,181) was deducted from the profits for the period under review. 

Projectile component (direct defense) contracts are carried at cost, 
less payments on shipments to date. Deposits on unshipped components 
are carried under the head of liabilities. Since none of the contracts had 
been completed at July 31, 1941, the operations of this division are not 
included in the income account. 








Under authority of your Board of Directors, your corporation, as 
of April 1, 1941, made an issue of $2,000,000 Fifteen-Year 3% Sinking 
Fund Debentures, and negotiated a five year Bank Loan Agreement of 
$1,000,000 at 214 .%. The loan is repayable $100,000 each on October and 
April 1st in each year, and the first payment has already been made. The 
Debentures are repayable at the rate of $100,000 on October and April 1st 
in each year commencing in 1946. The proceeds were used to retire 
$2,200,000 of your corporation’s Fifteen-Year 3%% Sinking Fund Deben¬ 
tures, together with premium thereon, and the balance for plant extension 
as referred to elsewhere. 

As stated in our report for the seven months ending July 31, 1940, 
the management at that time deemed it advisable, in the best interest of 
the company and its stockholders, to provide a full reserve against the 
corporation’s investment in and advances to Continental European sub¬ 
sidiaries, excluding the British company. As will be noted in the attached 
balance sheet, this reserve is in full force and effect. 

DOMESTIC AND FOREIGN SALES 

During the year under review, domestic orders received for our 
regular products showed an increase of 71% over the year ending July 31, 
1940. Additionally, we have received substantial orders for defense work 
either as direct contractors or sub-contractors, and at this time our total 
backlog of orders is nearly three times the highest level ever reached in 
the history of the corporation. Shipments during the same period increased 
approximately 50% as compared to a year ago. 

The outstanding new product brought out during the year was the 
Class 1250 Multilith Duplicator. This new duplicating product takes an 
important place in the Addressograph-Multigraph line. Throughout, the 
Class 1250 Multilith Duplicator embodies the most modern principles of 
functional design. In its simplicity of operation, versatility for many types 
of uses, this new machine is important in bringing to present-day business 
in increasingly simplified form all the advantages of Multilith office dupli¬ 
cating—the process created and continuously improved by Addressograph- 
Multigraph Corporation. The sale of this machine has substantially 
exceeded the original estimate. 

As was the case in our last report, it is impracticable to give any 
data regarding our British and European subsidiaries, owing to the 
inadequacy of the information available. In any event, the operations of 
these three subsidiaries (though on a profitable basis) are not included 
in the accounts presented. Shipments to European dealers have, of course, 
continued to be adversely affected by war conditions; however, the decline 
in this respect has been more than offset by substantial increases to Latin 
America and the British Dominions and other unoccupied or neutral coun¬ 
tries. Orders received from Latin America during the year under review 
were 66% ahead of the year ending July 31, 1940, and were the highest 
ever recorded in the history of the corporation. Orders received from our 
Canadian subsidiary increased over 45%, and the shipments of that com- 








pany within Canada increased 63% during the fiscal year just ended as 
compared to the same period a year ago. 

RESEARCH AND DEVELOPMENT 

In many branches of industry today, the demands of the National 
Defense Program are taxing production facilities to the limit. This has 
brought about an even greater necessity for industry to press its search 
for improved products and to find ways of satisfying the urgent needs of 
every business in any way connected with the Defense Program for im¬ 
proved methods of operation. In industries such as ours, research and 
development facilities are likewise being fully taxed in dealing with 
emergency problems, and in this connection, the experience gained in the 
development of your corporation’s many new products, during the past 
several years particularly, is proving of inestimable value in providing 
substitute materials wherever this has been made necessary or advisable 
by the Defense Program. These factors increase the importance of research 
and development to meet conditions that will in the course of time confront 
industry, and your corporation, as a result of its long-range program, can 
be expected to remain in a position to take full advantage of all opportuni¬ 
ties with products fully adaptable to meet the future demands of business. 

MANUFACTURING 

Due to the very substantial increase in our volume of business during 
the year under review, brought about by the heavy demand for our products 
by industry in general, as well as various government departments and 
defense industries, your Directors authorized an extension of our existing 
plant facilities. Ground was broken in April and the new building of 
approximately 100,000 square feet of floor space is rapidly nearing com¬ 
pletion, the greater part of it having been in operation since early July. 
An illustration of the entire plant, including the extension, is shown on 
the last page of this report. 

In addition to the heavy demand for our regular product under the 
present emergency conditions, we have, of course, cooperated fully with 
the United States Government and the British Purchasing Commission in 
connection with the manufacturing of certain units outside our regular 
product. This has necessitated a substantial increase in machine tools and 
other equipment, as well as a rapid increase in the number of employees. 

EMPLOYEE RELATIONS 

Conditions of employment continued on a satisfactory basis and the 
increasing volume of business being obtained has enabled your corporation 
to maintain employee earnings at the highest possible levels consistent 

with the maintenance of fair prices to our customers. 

* * * * 

The Board of Directors again records its appreciation of the whole¬ 
hearted and efficient manner in which the members of our organization 
have carried out the duties assigned to them, particularly during these 
emergency times with the consequent increased burden placed upon them. 

On behalf of the Board, 

FRANK H. WOODS, Chairman, 
JOSEPH E. ROGERS, President. 


October 24, 1941. 











Addressograph-Mult 
and Canadian Sul 

CONSOLIDATED BALANCE SI 

(See accompanying Notes to 


ASSETS 


Current Assets: 

Cash in banks and on hand- $1,945,347.67 5 

Accounts and notes receivable: 

Customers’ trade accounts and notes-$3,153,265.12 

Customers’ installment accounts (approximately $96,500 j 

maturing after July 31, 1942)- 566,267.59 

Miscelleneous_ 13,248.05 

$3,732,780.76 

Less —Reserve_ 76,077.45 3,656,703.31 

Sales agents’ accounts for merchandise- 482,214.42 

Inventories, priced at the lower of cost or market (includ¬ 
ing $688,677.85 for projectile parts under war contracts 

with British Government), less reserve- 3,506,703.50 $ 9,590,968.90 


Advances and Miscellaneous Investments: 

Advances to sales agents and salesmen, other than accounts 

for merchandise_$ 493,003.38 

Less —Reserve_ 166,393.17 

Employees’ accounts and loans_ 

Cash surrender value of life insurance policies- 

Miscellaneous securities, at cost ($150,071.30 in Canadian 

Bonds) _ 

Non-operating properties, reduced to approximate assessed 
values in 1933 by authority of the Board of Directors— 
less reserve_ 


$ 326,610.21 

39,440.47 

160,089.91 

219,643.79 


492,949.74 


Investment (at cost, less adjustment at acquisition date) in 
English Subsidiary Company, not consolidated- 


Investments in and Advances to European Companies: 

French and German subsidiary companies not consolidated_ $ 977,123.84 

Payments on account, expenses and advances in connection 
with the acquisition (not completed) of an interest in the 

capital stocks of foreign companies, mainly in Germany— 485,818.40 

$1,462,942.24 

Less —Reserve_ 1,462,942.24 


1,238,734.12 

682,495.75 


Rental Machines, including parts_ 

Less —Reserves for depreciation and revaluation_ 

Fixed Assets: 

Land, buildings, machinery and equipment, at cost- 

Less —Reserve for depreciation_ 

Leasehold improvements, less amortization_ 

Intangible Assets: 

Patents (not segregated in the accounts), trade marks, 
goodwill, etc., including $1,900,000 (net) based on man¬ 
agement’s valuation at June 30, 1927, and valuations 
assigned to acquisitions from predecessor companies for 

capital stock, etc_ 

Patents and other expenditures, less amortization_ 

Deferred Charges: 

Prepaid insurance, stationery, etc._ 

Long term debt expenses, less amortization_ 


$ 380,564.61 
196,373.12 

$6,603,030.76 

3,350,424.31 

$3,252,606.45 

34,798.71 


$2,361,259.26 

138,793.76 

$ 191,005.30 
11,243.42 


184,191.49 

3,287,405.16 

2,500,053.02 

202,248.72 


$17,686,097.16 


















































rigraph Corporation 
)sidiary Company 

1EET (Note I) — JULY 31, 1941 
Consolidated Balance Sheet) 


LIABILITIES 

Current Liabilities: 

Accounts payable_ 

Sales agents' and salesmen's credit balances_ 

Supply contract obligations_ 

Advances by British Government under war contracts for 
manufacture of projectile parts_ 

Accrued taxes, interest, payroll and other expenses_ 

Principal amount of 2^4% notes payable to bank, due 
October 1, 1941, and April 1, 1942_ 

Provision for Federal and Canadian income and excess 
profits taxes_ 


$ 754,572.18 
299,015.24 
94,844.29 

875,220.10 

534,419.75 

200,000.00 

439,768.06 


Account Payable to English Subsidiary Company, not 
consolidated _ 


Deferred Income —Unearned interest on installment accounts 


Reserves: 

For insurance of machines and fixtures in the field_ $ 91,111.05 

For additional Federal income and excess profits taxes and 
contingencies (Note 2)_ 752,911.69 


Long Term Debt: 

Notes payable to bank, 2U%, $100,000.00 due semi¬ 
annually from October 1, 1941, to April 1, 1946_$1,000,000.00 

Less —Principal amount included above in current liabil¬ 
ities - 200 ,000.00 $ 800,000.00 

Fifteen Year 3% Sinking Fund Debentures, due April 1, 

1956, $100,000.00 redeemable semi-annually from Octo¬ 
ber 1, 1946_ 2,000,000.00 


Capital Stock and Surplus: 

Capital Stock: ^ 

Authorized—1,000,000 shares of $10 par value 

Issued—760,213 shares_ $7,602,130.00 

Less —In Treasury, 6,400 shares_ 64,000.00 

$7,538,130.00 

Surplus, per statement attached: 

Capital surplus_$ 569,378.88 

Earned Surplus- 2,705,006.20 3,274,385.08 


$ 3,197,839.62 

13,130.94 

18,588.78 

844,022.74 


2,800,000.00 


10,812,515.08 


$17,686,097.16 


































Addressograph-Multigraph Corporation 
and Canadian Subsidiary Company 

NOTES TO CONSOLIDATED BALANCE SHEET 
AS AT JULY 31, 1941 


(1) The accounts for current assets, current liabilities, deferred charges, etc., of the Canadian 
subsidiary company were converted to U. S. dollars at $.885703, the rate current at July 31, 1941; the 
accounts for rental machines, fixed and intangible assets and the relative reserves at $1.00 and the 
profit and loss accounts at an average of the rates in effect during the year. The U. S. dollar equivalent 
of the net assets of the Canadian subsidiary company included in the consolidated balance sheet, con¬ 
verted as explained above, amounted to $405,244.23 of which $296,737.81 represents net current assets. 

(2) The adequacy of the reserve for additional Federal income and excess profits taxes cannot be 
determined at present with reasonable assurance, pending the final determination of matters in dispute 
for 1937 and certain prior years, and the audit and settlement by the Bureau of Internal Revenue of 
the returns for 1938, 1939, 1940 and 1941. 


NOTES TO CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
FOR THE YEAR ENDING JULY 31, 1941 

(1) Current expenditures in respect of United States patents are not capitalized but are charged 
to profit and loss as incurred. Therefore, no provision is being made for the amortization of patents, 
(not segregated in the accounts) which may be included in the amount of $2,361,259.26 shown on the 
accompanying consolidated balance sheet. Expenditures for foreign patents are being capitalized and 
amortized over the approximate lives thereof. 

(2) Since the reduction in 1933 of the book values of non-operating properties to approximate 
assessed values, no provision has been made for depreciation of the larger part of such properties. 

(3) In computing the provision for Federal income and excess profits taxes, estimated at $400,000, 
the earnings included in the consolidated statement of profit and loss were reduced substantially for 
tax purposes by certain extraordinary deductions for which reserves were provided on the books in 
prior years. 











Addressograph-Muitigraph Corporation 
and Canadian Subsidiary Company 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
FOR THE YEAR ENDING JULY 31, 1941 

(See accompanying Notes to Consolidated Statement of Profit and Loss) 


Sales (less returns, allowances and discounts, other than 
sales agents’ discounts)_ 

Deduct: 

Cost of goods sold_$5,734,851.58 

Engineering, laboratory, development, patent and royalty 

expense (including amortization) (Note 1)_ 327,900.89 

Depreciation and leasehold amortization (Note 2)_ 302,449.02 $6,365,201.49 

Commissions and discounts to sales agents and branch 
expenses - 3,813,231.20 

Profit on sales before deducting other selling, advertis¬ 
ing! general and administrative expenses_ 

Deduct: 

Other selling, advertising, general and administrative 
expenses _ 

Operating Income_ 


Add: 

Interest and discount earned and other miscellaneous in¬ 
come - $ 111,532.74 

Rental income on non-operating properties, less main¬ 
tenance and taxes and loss on sale of portion of property 6,624.83 


Deduct: 

Provision for dividends on capital stock of French sub¬ 
sidiary company held by minority interests_ $ 1,372.80 

Interest and amortization of expenses on long term debt: 

On Fifteen Year 3%% Sinking Fund Debentures (retired 

April 10, 1941)-$ 59,831.03 

On 2M% Notes Payable to Bank and Fifteen Year 3% 

Sinking Fund Debentures (issued April 10, 1941)_ 25,880.22 85,711.25 

Profit before provison for contingencies and Federal 
and Canadian income and excess profits taxes_ 

Deduct: 

Provision for contingencies_ 

Deduct: 

Provision for Federal income and excess profits taxes 


($125,000 for excess profits tax) (Note 3)_ $ 400,000.00 

Provision for Canadian income and excess profits taxes_ 38,993.22 


Profit carried to earned surplus (including $32,228.76 
for the Canadian subsidiary company)_ 


$14,599,994.37 


10,178,432.69 
$ 4,421,561.68 

2,053,600.19 
$ 2,367,961.49 

118,157.57 
$ 2,486,119.06 

87,084.05 
$ 2,399,035.01 

450,000.00 
$ 1,949,035.01 

438,993.22 
$ 1,510,041.79 









































Addressograph-Multigraph Corporation 
and Canadian Subsidiary Company 


CONSOLIDATED STATEMENT OF SURPLUS 
FOR THE YEAR ENDING JULY 31, 1941 


Earned Surplus 


Balance at July 31, 1940, per previous accounts. 
Add: 


Adjustment reducing reserve provided at July 31, 1940, for 

investments in and advances to European companies_ $ 1,919.91 

Profit for the year ending July 31, 1941, per statement of 
profit and loss_ 1,510,041.79 


Deduct : 

Charges resulting from redemption on April 10, 1941 (as of 
May 27, 1941) of $2,200,000 principal amount of Fifteen 
Year 3%% Sinking Fund Debentures: 

Premium (including $10,190.36 interest from April 10, 

1941, to May 27, 1941, the official redemption date)_$87,190.36 

Unamortized expenses_ 26,837.55 $ 114,027.91 

Dividends paid—$1.00 per share_ 753,813.00 

Balance at July 31, 1941 (including Canadian subsidiary com¬ 
pany surplus of $160,566.74)_ 


NOTE: Under the terms of the Agreement covering the 2M% 
Notes Payable to Bank and of the Trust Indenture 
covering the 3% Sinking Fund Debentures, the Cor¬ 
poration has agreed not to declare or pay dividends 
(except stock dividends) unless certain conditions are 
met. As more fully set forth in the aforesaid Agreement 
and Indenture, the principal condition is, briefly, that 
dividends shall not exceed the sum of consolidated net 
income of the Corporation and its Canadian subsidiary 
company earned after July 31, 1940, and $400,000.00 


Capital Surplus 


Balance, July 31, 1940. 


$2,060,885.41 

1,511,961.70 

$3,572,847.11 


867,840.91 

$2,705,006.20 


$ 569,378.88 


Balance, July 31, 1941. 


$ 569,378.88 
























Price.Waterhouse 8c Co. 


UNION COMMGHCE BUILDING 

CLEVELAND 


To the Board of Directors, 

Addressograph-Multigraph Corporation 


We have examined the consolidated balance sheet of 
Addressograph-Multigraph Corporation and its Canadian subsidiary 
company as of July 31, 1941, and the consolidated statements of 
profit and loss and surplus for the fiscal year then ended. In 
connection therewith, we have reviewed the system of internal 
control and the accounting procedures of the companies and, 
without making a detailed audit of the transactions, have ex¬ 
amined or tested accounting records of the companies and other 
supporting evidence, by methods and to the extent we deemed 
appropriate. Our examination was made in accordance with 
generally accepted auditing standards applicable in the cir¬ 
cumstances and included all procedures which we considered 
necessary. Due to the war in Europe, it has not been possible 
for us to examine the accounts of the French and German subsidiary 
companies for the year. Although our London office has advised 
that the examination of the accounts of the English subsidiary 
company for the year has been completed, we have not received" 
their report thereon. 

In our opinion, the accompanying consolidated 
balance sheet and related consolidated statements of profit 
and loss and surplus present fairly the position of Addressograph- 
Multigraph Corporation and its Canadian subsidiary company at 
July 31, 1941, and the results of their operations for the 
fiscal year, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the 
preceding seven months. 


Cleveland, Ohio 



October 22, 1941 
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ADDRESSOGRAPH-MULTIGRAPH CORPORATION 
Home Office and Plant 
CLEVELAND, OHIO 


Ground broken for Plant Expansion, April 7, 1941 
First departments moved and in operation, July 7, 1941 
All departments in operation, October 15, 1941 
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